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DEPOSITORY INSTITUTIONS DEREGULATION COMMITTEE
The establishment of a new short term deposit instrument to enable federally insured
commercial banks and S&Ls to more effectively compete for short term loans has
been proposed by the Committee (see the 10/15/81 Fed. Reg., pp. 50804-07). Com
ments are sought on the following proposed instruments: 1) a $5,000 minimum de
nomination transactions account with no interest rate ceiling; 2) a $10,000 minimum
denomination 91-day account with a 14-day required notice for withdrawal, and
a floating interest rate tied to the 13-week Treasury bill discount rate; and,
3) a $25,000 minimum deposit account with no interest rate ceiling and a 1-day
notice requirement. Comments are requested by 11/16/81. For additional information
contact David Ansell at 202/447-1880.
GENERAL ACCOUNTING OFFICE
"IRS Could Better Protect U.S. Tax Interests in Determining the Income of Multinational
Corporations" is the title of a 9/30/81 GAO Report to Rep. Dan Rostenkowski (D-IL),
Chairman, House Committee on Ways and Means. It is, according to GAO, the first
in a series of responses they will submit on the IRS administration of Code
Section 482 when auditing multinational corporations. In its review of current
IRS examination data on 519 U.S. multinationals, each having assets over $250
million and having engaged in transactions with its foreign subsidiaries, GAO
found that only 3% (12 of 403) of IRS' total recommended Section 482 adjustments
to reported income were based on a true arm's length price. The remaining ad
justments were based on estimated prices constructed by IRS using complex guide
lines prescribed by the Department of the Treasury. These guidelines, according
to GAO, have caused administrative burdens and uncertainty both for IRS and tax
payers. Copies of the Report may be obtained by contacting the GAO at 202/2756241 and requesting document GGD-81-81.
"The Congress should enact legislation that would make pension plan determinations
by IRS mandatory for tax qualification of terminating private pension plans
before dissolution" is the recommendation of the GAO in a 9/30/81 Report to the
Congress. The Report stresses a need to protect participants' rights to benefits
and states that termination actions are not being reported to the Pension Bene
fit Guaranty Corporation. The GAO Report also criticizes IRS processes for
collecting taxes due on pension asset disbursements, stating that they are in
complete and millions in tax revenues have been lost. Copies of the Report may
be obtained by contacting the GAO at 202/275-6241 and requesting document HRD-81-117.
An estimated 77,211 fraud and suspected fraud cases at 21 federal agencies during the
period 10/1/76 to 3/31/79 have been analyzed by the GAO in a recent report, "Fraud
in Government Programs: How Extensive Is It? How Can it be Controlled?". The
report is the second of a 3-volume report on fraud in federal agencies. Volume I
contained findings, conclusions and recommendations (see the 5/11/81 Wash. Rept.).
This volume provides a detailed statistical analysis of the data and Volume III will
contain fraud profiles for each federal agency. This study has found that concern
ing fraud in government programs: government employees are responsible for 29%;
individual recipients of federal assistance account for 18%; business entities
account for 12%; with the remainder committed by other individuals. In answer to the
question, "What happened to those who committed fraud?", the report found that only
11.7% of the cases were prosecuted. Copies of the report may by obtained by contact
ing the GAO at 202/275-6241 and requesting document AFDM-81-73.
NATIONAL CREDIT UNION ADMINISTRATION
The new bankruptcy code has increased the amount of loan charge-offs experienced by
federal credit unions, according to a recent special report by the NCUA. Chargeoffs (losses) due to bankruptcy of the borrower more than doubled in the year
following the effective date of the new bankruptcy code. The survey results
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provisions of the bankruptcy code. Further, the dollar amount of loans increased
by about 90%. The survey also suggests that credit unions should carefully
review their lending and collection practices. The results indicate which areas
of a lending program are likely to be most sensitive to the effects of the new
bankruptcy code. The report found that over 50% of the loans charged off due to
bankruptcy were lines of credit or refinancing. An overwhelming majority of
charge-offs were unsecured loans used to pay bills. For over half of the loans
charged off due to bankruptcy or for other reasons, the credit union had not
obtained a credit report on the borrower. Copies of the NCUA's "Report on the
Special Bankruptcy Profile Survey" may be obtained by contacting the Public
Information Office at 202/357-1050.
SECURITIES AND EXCHANGE COMMISSION
The rescission of Accounting Series Release No.261, recently announced by the
Commission will permit oil and gas producers to rely on existing generally
accepted accounting principles in changing accounting methods. A c c o r d i n g to
the SEC News Digest (Issue 81-196), the Commis
sion is no longer working to
develop Reserve Recognition Accounting for primary financial statements and
has no immediate plans for adopting a single uniform method of accounting,
and therefore, the interpretative guidance provided by ASR No. 261 is no longer
necessary. The SEC release, No. 33-6355, also states that changes to the
successful efforts method may be made in reliance on FASB Statement Nos. 19 and
25. Changes from the successful efforts method to the full cost method may
be justified only if preferable in the registrant’s circumstances. For addi
tional information contact James Hall at 202/272-2133.
TREASURY, DEPARTMENT OF
Annual interest for tax payment deficiencies and overpayments will jump from 12 per
cent to 20 percent, effective 2/1/82, according to IRS Rev. Rul. 81-260 issued
10/15/81. The ruling expains how the rate was computed under the legislative
direction of section 711 of P.L. No. 97-34, which requires generally that the
interest rate for tax underpayments and overpayments be determined by rounding
the predominant prime rate quoted by commercial banks to the nearest full percent.
The rate hike is expected to discourage taxpayers from stalling in administrative
appeals or in litigation while taking advantage of what was effectively a lowinterest (12%) loan from the government. Rev. Rul 81-260 is expected to be pub
lished in Internal Revenue Bulletin No. 1981-44 on 11/2/81.
WHITE HOUSE
The President's Commission on Hostage Compensation has recently submitted their
final report and recommendations to President Reagan. The Commission was
asked whether the U.S. should provide financial compensation to U.S. nationals
held in captivity outside the U.S., including specifically those held hostage
in Iran (see the 6/15/81 Wash. Rpt.) . The nine member Commission, chaired by
James S. Dwight, Jr., a partner in the international accounting firm of Deloitte
Haskins & Sells, held meetings in Washington, D.C., between 7/6/81 and 8/7/81,
to receive comments on and re-examine the circumstances of the Iran hostage
incident. Among the Commission's recommendations is the payment of a tax-exempt
detention benefit of $12.50 for each day of captivity. The report may be obtained
by contacting the Commission at 202/632-3116 before 10/20/81.
SPECIAL:

AICPA ISSUES AIRLINE AUDIT GUIDE

An audit guide summarizing current financial accounting and reporting practices
of U.S. airlines was recently issued by the AICPA. The guide is designed to
aid independent CPAs in auditing financial data of airlines by describing
accounting methods and audit considerations unique to the industry. The
guide, the first of its kind in the industry, will also help the several
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line Deregulation Act of 1978 to become more famili
ar with the industry’s
accounting practices. Among the number of internal accounting controls and Audit
procedures unique to the industry, are those for revenue recognition which is
complex in the airline industry because of the large number of transactions
and different fares available for the same service. Copies of the guide, Audits
of Airlines, are available from the AICPA Order Department at 212/575-6426.
SPECIAL:

SENATE LABOR SUBCOMMITTEE SCHEDULES HEARINGS ON OMNIBUS ERISA REVISION BILL

Legislation intended to make substantial revisions in the Employee Retirement Income
Security Act and the Internal Revenue Code, S. 1541 and HR 4330, the Retirement
Income Incentives and Administration Simplification Act will be the subject of
four days of hearings by the Senate Labor Subcommittee on Labor scheduled for
11/4,5,12 and 17/81. The legislation was introduced in the House and Senate
on 7/30/81. S. 1541 was introduced by Sen. Don Nickles (R-OK); HR 4330 was
sponsored by Rep. John Erlenbom (R-IL). Both bills contain language which states
that accountants and actuaries ’’shall” rely on each other's opinions. According
to Senate sources, the hearings may be conducted jointly by the Senate Labor and
Senate Finance Committees. Additionally, sources indicate that the first two days
of hearings most likely will be devoted to the first five titles of the bill.
These titles would create a single independent agency to administer federal regu
lation of employee benefit plans; permit deductible employee contributions to
individual retirement accounts and employer sponsored plans; revise ERISA in the
areas of reporting and disclosure, participation, vesting, funding and fiduciary
responsibility; amend the code with respect to the ERISA changes and Keogh plan
contribution limits; and, provide voluntary individual retirement account payroll
withholding. Third and fourth days will focus on the title which seeks to re
structure the single employer plan termination insurance program. Those persons
interested in participating in the hearings should write to Sen. Don Nickles,
6327 Dirksen Senate Office Building, Washington, D.C. 20510, indicating who they
represent and what they wish to speak about.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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